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The CPA and the Public Accountant
By RALPH S. JOHNS

Partner, Chicago Office
Presented before the Annual Meeting of the American Institute
of Certified Public Accountants, San Francisco — October 1959

T

HE more we study state accountancy laws the more we realize that
many of the legislative problems of our profession center on the
use of titles. W e C P A s regard ourselves as "accountants," but since
this is a generic term used by many others in government and private
industry, we have no exclusive right to its use. We also regard ourselves as "auditors." In fact, auditing and particularly the expression
of opinions on financial statements are those functions most clearly
identified with the public interest. These activities form the basis of
our claim to professional status and justify the use of the state's regulatory authority. But we do not have exclusive claim even to the title
"auditor," which may also be assumed by others.
We tend to regard ourselves as "public accountants." But we
do not even have an exclusive right to that title. In many states
anyone at all may assume the title "public accountant" and may
offer to perform any accounting services, including opinion audits, for
anyone willing to engage him. These are the so called "permissive"
states. In such states accountancy boards exercise no disciplinary
control over non-certified public accountants. In the other states
"regulatory" laws are in force which restrict the use of the title "public accountant" to those licensed under the law and which in most
cases limit certain accounting activities to licensees. I am told that
even in some regulatory states many unlicensed accountants, who art
not bound by the board's rules of conduct, tend to hold themselves
out as members of organizations of public accountants, thus implying
that they are licensed.
The only title that we can really call our own is "certified public
accountant." But this is so similar to the other titles that the public
is undoubtedly confused over who has demonstrated professional competence and who has not. W e are often confused ourselves by this
bewildering array of titles and many of the disagreements and tensions we have experienced over this knotty problem are basically
semantic in origin.
Even the work we do does not have a name which unmistakably
marks it as the field of the C P A . I suppose we could call it "certified
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public accounting," but that term is illogical and many C P A s find
it pretentious. The result is that we nearly always refer to our work
as "public accounting." But this must obviously be the work of the
public accountant also, and since in many states a public accountant
may be anyone at all, the CPA's work may be done by anyone at a l l !
When we contrast this confusing state of affairs with the other
professions, what do we find? The attorney practices law and no one
else may use that title or practice that art. The same is true of the
physician, who practices medicine. W e may well envy them the simplicity and clarity of their titles and of the names of the services
they render.
As you all know, the American Institute has a policy in favor of
state accountancy legislation of the regulatory type. But since accountancy legislation is a local responsibility, the Institute does not,
of course, seek to have regulatory laws enacted by any state legislature. However, it does assist state C P A societies seeking advice
and guidance on legislative policy. The Institute policy is embodied
in the "Form of Regulatory Public Accountancy Bill," approved by
the committee on state legislation. One of the major functions of
this bill is to clarify some of the confusion over titles which I have
just described. Take the matter of the use of the titles "accountant"
or "auditor." A state law based on the Institute's bill would prohibit
anyone from holding himself out to the public as an accountant or
auditor unless he stated that he was not registered. W e have been
assured by our attorneys that these titles may constitutionally be
restricted in this way, because holding oneself out to the public as an
accountant may be considered to be the same as holding oneself out
as a public accountant. It's a distinction without a difference, as
our lawyer friends say.
But in the area of opinion-audits, regulation of titles can go much
further, because this activity is so heavily charged with the public
interest. Here our bill recommends that an unregistered person be
prohibited from signing an opinion on financial statements with any
wording indicating that he is an accountant or auditor or that he has
expert knowledge in accounting or auditing.
We believe that a law containing these provisions would go a
long way toward resolving some of the confusion over accounting
titles that now exists.
But what of the title "public accountant"? This title is even
closer to our own and consequently more likely to cause confusion
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in the public mind. Our bill, wherever it is enacted into law, would
do away with the confusion on this point because ultimately the public accountant title would be restricted to C P A s . Under a law like
the Form Bill, public accountants in practice when the legislation is
enacted would be entitled to register and to perform all the accounting
activities they now perform. No one would be put out of business.
No one would be "eliminated." But since there is no provision for
the registration of public accountants in the future, over the years
their numbers would decrease and ultimately they would vanish altogether. "Meanwhile," and I am now quoting from an editorial in
The Journal of Accountancy, "legislation like that recommended by the
Institute will bridge the gap between present confusion and future
unity. The accounting profession owes it to the public and to itself
to achieve that unity. For only through such unity can the profession
hope to acquire its rightful place in society."
It is implicit in the Form Bill that licensed public accountants
are members of the profession. A law based on this bill would recognize that a C P A candidate may satisfy the experience requirement for
certification by serving in the employ of a public accountant. The
public accountants' permits to practice authorize them to perform all
the accounting activities that C P A s do, though they may not, of
course, call themselves C P A s . Public accountants licensed under such
a law are governed by the same rules of professional conduct as are
CPAs. The state board exercises over them the same disciplinary
controls as over CPAs. Their licenses, like those of CPAs, may be
revoked for unprofessional conduct.
I believe it is implicit in the Institute's own rules of professional
conduct that public accountants are fellow professional men. For
example, Rule 7 states in part that a member "shall not encroach upon
the practice of another public accountant." Rule 8 prohibits a member
from making an offer of employment "to an employee of another
public accountant without first informing such accountant." A n d there
are similar uses of the term "public accountant" in Rules 4, 15 and
19. A s you know, the Institute's Rule 3 prohibits fee-splitting with
the laity. I doubt very much that the committee on professional
ethics, in interpreting and enforcing this rule, would ever hold that
a licensed public accountant was a member of the laity.
For that matter, the Institute's by-laws have for many years permitted applicants for admission to satisfy the experience requirement "in the employ of a practicing public accountant."
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That which for some time has been implicit, last spring became
explicit when the Council of the Institute adopted as policy a recommendation of the committee on long-range objectives. This important
policy decision is worth citing here in full: "Pending the time when
public practitioners within the accounting function are either C P A s
or those with a clearly differentiating title there will be a group of
non-CPAs who are presently permitted to practice as public accountants and whose right to continue to do so during their lifetime must
be respected. It is an objective of the Institute that C P A s and their
professional societies should develop and maintain friendly, cooperative relations with this transitional group with the purpose of improving educational, technical, and ethical standards and providing aid in
fulfilling the requirements for the C P A certificate."
The thinking that lay behind this recommendation was summarized in an official release of the committee on long-range objectives which appeared in the May 1959 issue of The Journal of Accountancy. If you have not studied this report let me urge you to do so,
because it is of immense significance for the accounting profession.
I am happy to say that several state C P A societies have already
taken some tentative steps in the direction of establishing friendly,
cooperative relations with public accountants. The Ohio Society, for
example, has for many years had a formal program of providing
educational aids to public accountants wishing to sit for the C P A
examination. This year a regulatory law, under the joint sponsorship
of the Ohio Society of C P A s and of the Public Accountants Society
of Ohio, was enacted. The Ohio Society encountered many difficulties
in the course of this legislative effort, but it should be noted that none
of these were the result of activity by public accountants.
This year three other C P A societies sponsored regulatory bills
which were eventually enacted: New York, Utah, and West Virginia.
In each case the C P A society collaborated with the public accountants' organizations. I understand that New York, like Ohio, now
has in process a program of cooperation with public accountants enrolled under the new regulatory law.
Not all such legislative efforts are successful. The Kansas C P A
Society sponsored a regulatory bill this year which was defeated, despite the fact that it also had the support of Kansas public accountants.
Another regulatory bill, sponsored jointly by Alabama C P A s and PAs,
now appears to have little chance of enactment. There can be no certainty of obtaining the enactment even of desirable accountancy legis77

lation, but the chances of success are obviously much greater if the
accounting profession can present a unified front to the legislature.
A n interesting and important side effect of the trend toward legislation like the Institute's Form B i l l is that educational standards for
certification tend to rise. The new laws of Ohio, Utah, and West V i r ginia will all ultimately require candidates for the C P A examination
to have a college education with a major in accounting, and it should
be remembered that these laws were enacted under the co-sponsorship
of the public accountants. Colorado, which this year brought its existing regulatory law into closer conformity with the Form Bill, now has
the college requirement, as does a newly enacted law in New Mexico.
State C P A societies have cooperated with public accountants in
other ways. Four state societies—Arizona, Florida, Iowa and Maine
—admit public accountants to full membership. Three societies—
Colorado, Georgia and Virginia—accept them as associates. A n d eight
admit staff members of C P A and P A firms to associate membership.
Admission to the state society would undoubtedly give public accountants a strong sense of belonging to a unified profession. It is
recognized, however, that such a decision must depend on conditions
existing within each state—conditions which vary greatly from state
to state.
The extent to which a C P A society could cooperate with public
accountants registered under a new regulatory law depends on many
factors, including the number of public accountants registered, the
nature of their professional organization, the history of prior relations with the C P A group, and many others.
Other steps might be taken to implement the new policy. When
a new regulatory law is enacted and the registration of public accountants is complete, the president of the C P A society might write
a congratulatory letter to every registered public accountant welcoming him as a member of a unified profession. Another possibility
would be for the C P A society to offer to licensed public accountants
subscriptions to the society's newsletter and other publications.
But in my opinion the best way to develop and maintain friendly
relations with this transitional group would be to meet with them frequently. Representatives of the public accountants' organizations
should be invited to attend the C P A society's annual meeting. Perhaps even more important are meetings at the local level. Chapters of
C P A societies might invite neighboring public accountants to attend
meetings on educational, technical, and ethical subjects. C P A s might
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assume an active role in establishing special coaching courses designed to help public accountants pass the C P A examination.
I understand that for the year 1959-60 the American Institute
will attempt to have spokesmen appear on the programs of every local
chapter of a C P A group and will ask that public accountants and
others interested in the accounting function be invited. It is to be
hoped that such meetings will bring to each group a greater understanding of the problems of the other and will assure a greater degree of cooperation between C P A s and non-certified accountants.
More and more, C P A s are asking themselves what their future
relations with public accountants should be. This question assumes
greater immediacy when it is recognized that a strong trend toward
laws of the regulatory type has been established and that there will
probably be increasing numbers of public accountants licensed to
practice under the laws of their states. A t present, 32 of the 53 political
jurisdictions of the United States have accountancy statutes of the
regulatory type. A s pointed out earlier, four previously permissive
states have adopted regulatory laws this year. A number of other
state C P A societies are known to be preparing for such legislation
in the future. Among these are the societies in Kansas, Maine, Nevada,
New Hampshire, New Jersey, Oklahoma, South Carolina, South Dakota, and Wyoming; undoubtedly there are other states as well.
Since states that have adopted regulatory laws show no tendency
to return to statutes of the permissive type, it may be assumed the
number of regulatory states will increase until a measure of uniformity
in accountancy laws has been achieved. When that day comes, we will
have obtained the unity of designation and function essential to our
being generally recognized as members of an established profession,
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